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CHAPTER I 



INTRODUCTION 



Purpose of the Study 

The United States has been heavily involved in foreign aid 
since the end of World War II. In recent years, one of the more 
controversial aspects of U.S. foreign aid has been military 
assistance grants and arms sales. The bulk of public discourse 
surrounding this aspect of foreign aid tends to make little dis- 
tinction between the two related elements. ^ The topic selected 
for this study is the sales element of the United States program 
for military assistance which in recent years has become the 
dominant instrument of the U.S. program. Specifically, the pur- 
pose of the study is to focus on foreign policy aspects of the 
foreign military sales (FMS) program, examining the executive and 
legislative branch influence on the program as an instrument of 
national policy. The study serves to trace the emergence of the 
FMS program and investigate its role as an element of foreign aid. 

^-Nicholas de B. Katzenbach "Foreign Aid, an Essential 
Element of United States Foreign Policy" an address before the 
New England Jaycee Convention, Hyannis, Massachusetts, September 
30, 1967. Reprinted in Department of State Publication 8309, 

1967, p. 7. 
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Research Questions 

The following primary and subsidiary questions have been 
selected for research study in this thesis: 

Primary Question 

What have been the effects and what are the future implica- 
tions of executive branch influence and legislative branch re- 
strictions on the United States program for foreign military 
sales (FMS) ? 

Subsidiary Questions 

1. What have been the significant executive foreign policy 
trends and the corresponding Congressional legislation that con- 
tributed to the emergence of the FMS program after World War II? 

2. What has been the impact of executive branch influence 
on the FMS program in regard to the effectiveness of its response 
to executive policy? 

3. Have the Congressionally legislated restrictions on the 
conduct of FMS been effective in achieving the intent for which 
they were enacted; or, is there evidence that the restrictions 
have produced externalities counterproductive to their intent? 

4. What is the outlook for the future of FMS in view of the 
changing trends in United States foreign policy and the market 
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environment for arms sales to friendly nations? 

Scope of the Study 

The study begins during the post-World War II time frame, 
and the inception of United States military assistance programs. 
However, the major thrust of the study is concerned with the 
period of the 1960's, during which time the most dynamic execu- 
tive and legislative decisions occurred. 

The study is limited to an investigation of the foreign 
military sales program administered under the Department of 
Defense in coordination with the State Department. It must be 
emphasized that the Department of Defense (DOD) administration 
of the FMS program does not constitute the total of United States 
industry-produced military equipment sold for exports from the 
United States. Direct U.S. industry-to-f oreign customer sales 
are also undertaken, which have traditionally totaled 20 to 30 
per cent of FMS total sales on an annual basis. ^ Consequently, 
DOD statistics cited in this paper include only the FMS portion 
of U.S. arms exports. Further, direct commercial sales are not 
subject to the degree of executive and legislative influence 
that effects the FMS program; and this influence is the precise 
area selected for study in this thesis. 

1-U.S. Department of Defense, Office of the Assistant 
Secretary of Defense for International Security Affairs, Military 
Assistance and Foreign Military Sales Facts , March, 1971, p. 20. 
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Methodology 

Research information providing the documentation for this 
paper is mainly from secondary research sources. The bulk of the 
legislative and foreign policy historical references were obtain- 
ed from Title 22, U.S. Code Annotated; U.S. Code, Congressional 
and Administrative News, and other legislative source documents 
from the George Washington University Law Library. Library re- 
search was also conducted at the State Department Library, the 
Library of the Industrial College of the Armed Forces, the U.S. 
Army Pentagon Library, and the Library of the Naval Supply Systems 
Command Headquarters in Washington, D.C. 

A limited degree of primary research was undertaken which 
included several interviews with Department of Defense officials. 
These interview sessions were of a general, rather than in-depth 
nature, and were concerned primarily with obtaining additional 
secondary research documents. 

The conclusions from the study are primarily deductive rather 
than inductive. But it must be emphasized that the viewpoint of 
the writer was tempered by eighteen months personal experience 
in FMS as a military assistance advisor to the Spanish Navy. 
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Further, the content and conclusions expressed in this study are 
undertaken by the writer as a student exercise. They are not to 
be interpreted as expressing the viewpoint of the Department of 
Defense or any other governmental agency. 

The Problem of Statistics 

As previously mentioned, the bulk of the statistics cited 
are from the Department of Defense unclassified sources. The 
inherent factor limiting a more through statistical analysis in 
this study is the DOD prohibition as classified information of a 
total country-by-country breakdown of FMS data. Consequently, 
the thrust of this paper was by necessity altered to include 
minimal statistical analysis. 

Additionally, statistics cited in other than DOD sources 
were found to be highly inconsistent when compared from one docu- 
ment to another. The problem arises not only from the classifi- 
cation difficulty, but from the basis from which the statistics 
were compiled. Some sources listed their data as being comprised 
of dollar aggregates of articles and services, while others 
omitted services. Still other sources cited equipment deliver- 
ies, while others cited confirmed orders or payments received 
when referring to FMS totals. 
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It is therefore important for the reader to be aware of the 
"problem of statistics" inherent in this paper. The assumption 
of consistency can only be determined after reviewing the appli- 
cable source footnote of the data cited, with Department of 
Defense sources providing the highest degree of year-to-year con- 
sistency throughout the paper. 

Organization of the Study 

The content portion of the study is contained in Chapters 
II through V of the paper. 

Chapter II presents the topic background information to the 
study of detailing the executive branch foreign-policy trends and 
the legislation that led to the emergence of the military sales 
program as the dominant element of United States military assist- 
ance. The objective of the chapter is to provide the answer to 
the subsidiary research question 1. 

Chapter III provides the content of the major thrust of the 
paper by studying the two most dynamic aspects of the emergence 
of the FMS program during the decade of the 1960's: The Johnson 

Administration emphasis on the expansion of the program, and the 
legislative restrictions that were placed on FMS later in the 
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decade. The objective of Chapter III is to provide the answers 
to subsidiary research questions 2 and 3. 

Chapter IV examines the current executive policy and 
legislative climate with the objective of projecting the future 
outlook for the FMS program. The primary concern of the chapter 
is to answer research question 4. 

The conclusions of the study and the response to the pri- 
mary research question are presented in Chapter V. 



CHAPTER II 



FOREIGN POLICY AND THE LEGISLATIVE ENVIRONMENT 

The objectives of this chapter are threefold. The first 
objective is to introduce the reader to the post-World War II 
development of U.S. foreign aid which led to the emergence of 
the foreign military sales program as an instrument of national 
policy. Specifically, the chapter reviews the foreign policy 
trends of the various presidential administrations with regard 
to the thrust of their foreign policy, and studies the signifi- 
cant military assistance and sales legislation enacted during 
the period. 

Secondly, Congressional restraints and controls effecting 
the FMS program are detailed to "set the stage" for the reader's 
understanding of the environment under which U.S. arms sales are 
transacted. 

Thirdly, the chapter provides the basis for the evaluation 
of executive and legislative influence on the FMS program that 
will be studied in Chapter III, and introduces currently proposed 
legislation with future impact on program to be discussed in 
Chapter IV. 
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Post-World War II Economic and Military Aid 

In the period immediately following World War II, the U.S. 
looked forward to a more relaxed situation with regard to inter- 
national tensions? however, these hopes were shattered as Stalin 
bluntly stated that international peace was not possible with 
the capitalist domination of the world economy.'*" This statement 
was a foreshadowing of events to follow as the deterioration of 
allied unity in Germany, the Communist backed civil war in Greece, 
and Russian pressure on Turkey for control of the strategic 
Dardenelles were typical of the new Russian strategy to pressure 

2 

the free world and hinder the post-war recovery of the West. 

The Truman Doctrine 

Recognizing the threat to the free world. President Truman 
responded with a new statement of foreign policy for the United 
States as he addressed Congress on March 12, 1947. His address 
requested aid for Greece and Turkey in resisting the Russian 
threat, and became known as the Truman Doctrine. President 
Truman stated: 

lu.S. Department of the Air Force, Information and 
Guidance on Military Assistance , 8th edition, (Washington, D.C.: 
U.S. Department of the Air Force, 1965) p. 2. 

2 Ibid. , 
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...I believe that it must be the foreign policy of the 
United States to support free people who are resisting 
attempted subjugation by armed minorities or by outside 
pressures ... the free peoples of the world look to us 
for support in maintaining their freedom. If we falter 
in our leadership, we may endanger the peace of the 
world, and we shall surely endanger the welfare of our 
own Nation . 

The Truman Doctrine provided the basis for the U.S. post- 
war foreign-policy orientation and initiated the Greek-Turkish 
aid program. This program and additional military assistance to 
the Philippines and China were the prelude to the later programs 
for foreign aid and economic and military assistance which pro- 
vided the foreign-policy basis for the United States foreign 
military sales program in later years. 

The Marshall Plan 

Paralleling the Soviet threat to Greece and Turkey during 
the period, there was additional concern that the post-war re- 
habilitation of the West had not shown solid progress in return- 
ing the economies of the war-torn countries to -heir pre-war 
position. The economic and political chaos that had developed 
provided propaganda ammunition exploitable by the Soviets in 
their pronouncement that democracy was inherently inefficient and 
exploitive. In 1947, the European market place still found food 

^Quoted in Information and Guidance on Military Assist - 
ance f 8th edition, p. 3. 
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clothing, and fuel in short supply, and the Communists were mak- 
ing inroads to the populace which fostered concern in the U.S. 
that the people might turn to the Communist ideology. 

Recognizing the need for additional economic assistance to 
Western Europe in order to counteract this trend, Secretary of 
State Marshall espoused a plan that became the Economic Coopera- 
tion Act in April, 1948. The success of the Marshall Plan, as 
it became commonly known, in restoring Western Europe to its pre- 
sent prosperity has been well documented. But more importantly 
to the content of this paper, the plan had the additional benefit 
of initiating a degree of European political and economic unity 
that initiated the basis for collective defense and security 
against the threat of Communism. The successful Marshall Plan 

became the model for the later military assistance and sales 
2 

programs . 

Mutual Defense Agreements and Military Assistance 

During the period of the Marshall Plan (April 1948 to 
December 1949) the United States entered into a series of trea- 
ties and alliances based on mutual security and bilateral defense 

in pursuing the objectives of the Truman Doctrine. The most 

significant of these alliances with respect to military 

1- Inf ormation and Guidance on Military Assistance , 8th 
edition, p. 3. 

2 Ibid. 
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assistance was the U.S. ratification of the North Atlantic 
Treaty Organization Charter on July 25, 1949. 

On precisely the same day that Congress approved the treaty , 
President Truman sent a message requesting legislation for the 
authorization of "military aid to free nations to enable them to 
protect themselves against the threat of aggression."'*' Although 
President Truman's request for U.S. military "grant" aid met with 
less than unanimous approval, Congress responded by passing the 
requested legislation called the Mutual Defense Assistance Act 
on October 6, 1949. 2 

Mutual Defense Assistance Act of 1949 

This legislation provided for three types of U.S. military 
grant aid including: 

1. Material and machinery to upgrade European production of 
weapons without interfering with the economic progress of the 
Marshall Plan aid. 

2. Direct transfers of U.S. military equipments. 

3. Technical assistance in production and training of per- 
sonnel. 

^- Information and Guidance on M i litary Assistance , 8th 
edition, p. 4. 

2 Harold A. Hovey, United States Military Assistance , A 
Study of Policies and Practices (New York: Federick A. Praeger, 

1965) , p. 5. 
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This act served to strengthen the North Atlantic Treaty 
Organization against a growing Soviet threat as the Russian hopes 
for an European economic collapse and the winning of her people 
to the Communist ideology by more peaceful means was stifled by 
the Marshall Plan.^ Further, the act initiated the United States 
military assistance program (MAP) which was the forerunner of the 
present day foreign military sales program, to be discussed later 
in this chapter. 

Subsequent to the Mutual Defense Act of 1949, additional 
legislation was passed to improve the management and administra- 
tion of military assistance programs, as MAP had grown from its 
beginnings of $650 million in the Greek-Turkish Aid Program to 
include the NATO countries, Iran, Korea, Formosa, Indochina, and 
several other nations in Asia and Latin America by 1950. In 
fiscal year 1951 alone, MAP appropriations totaled over five 
billion dollars.^ 



Mutual Security Act of 1951 



The Mutual Security Act of 1951 placed the responsibility 
for supervision of all military assistance under the Department 



- Information and Guidance on Military Assistance , 8th 
edition, p. 5. 

2 Loc cit . , d. 6 . 

r> 

^U.S. Department of Defense, Office of the Assistant 
Secretary of Defense for International Security Affairs, Military 
Assistance and Foreign Military Sales Facts , March, 1971, p. 9. 
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of State. Additionally, the act served to centralize the organ- 
izational and administrative operation of MAP by combining the 
separate country programs under one office in the Department of 
Defense. Further refinements were made in amendments to the 
Mutual Security Act of 1951 in 1953 and 1954. The last amendment 
transferred greater responsibility for military assistance pro- 
gram management from the Department of State to the Department of 
Defense, but specified that coordinated arrangements with U.S. 
foreign aid programs would remain with the State Department.^" 

The Emergence of the Foreign Military Sales Procrram 

The military assistance program legislation provided in the 
Mutual Assistance Act of 1951 and subsequent amendments remained 
the norm throughout the decade of the 1950's. U.S. grant mili- 
tary aid reached a cumulative total of approximately $26 billion 
over the period until 1960. During the same period, military 
aid grants exhibited a declining trend from annual averages of 
$5 billion a year in the 1951 to 1953 periods to a level of 
approximately $1.5 billion brom 1954 to 1960. The decreasing 
trend in such grants were generally attributed to two major 
factors. First, the economic development of the European coun- 
tries and the grant aid sponsored upgrading of their defense 

^- Information and Guidance on Military Assistance , 8th 
edition, p. 7. 

^ Military Assistance and Foreign Military Sales Facts , 
March, 1971, p. 4. 
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capabilities had resulted in lower appropriations in support of 
the NATO common defense alliance. Secondly, as the Cold War 
threat moderated after the Korean conflict, grants were reduced 
to a lower level and were more widely distributed throughout the 
world with the forty-two countries receiving aid in 1957.^ The 
shift in grant aid to arms sales will be further investigated in 
Chapter III. 

The economic recovery of the Western European continent had 
lessened the need for U.S. grants for military aid and this same 
economic emergence allowed the European countries to begin the 
purchase of weapons hardware and support with their own funds. 
The realization of the changing posture in U.S. military assist- 
ance brought about the need for new legislation which became the 
Foreign Assistance Act of 1961. 

Foreign Assistance Act of 1961 

This new Act brought about a total revision of the conduct 
of both military and economic assistance for the United States, 
providing a Congressional restatement in the belief that the 
security of the United States was strengthened by the support of 
other free nations and that this assistance could be best pro- 
moted by providing U.S. supported loan, grant, and sales of 



l-Hovey, U.S. Military Assistance , pp. 11-12. 
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military-related equipment and services. 1 

More significantly, the Foreign Assistance Act of 1961 
shifted the emphasis for military aid from grants to sales, 
specifying that U.S. industry-produced weapons could be purchased 
directly from the manfacturer or through the Department of 
Defense. Authority for such sales of military equipment had been 
inherent in the previous Mutual Security Acts of the 1950's; 
however, the new act indicated the Congressional intent that 

sales ought to be emphasized, with grant aid receiving lesser 

2 

emphasis as a national objective. This factor was a significant 
revision of the U.S. foreign aid program and, by providing more 
flexibility in the manner in which arms sales could be undertaken 
gave the U.S. military assistance program a new direction for 
carrying out national policy. 

Specifically the authorization for the foreign military 
sales program was continued under the following provisions of the 
1961 Act: 

...The president may furnish defense articles from the 
stocks of the Department of Defense and defense services 
to any friendly country or international organization 
without reimbursement from funds made available for use 
under this part, if such country or international 
organization agrees to pay not less than the value 
thereof in United States dollars. Payment shall be made 

^- United States Code, C o ngressional and Administrative 
News, 87th Congress, 1st Session, 1961, Vol. I (St. Paul, 
Minnesota: West Publishing Co. 1962), p. 483. 

^U.S. Congress, Senate Report 2472 , Reprinted in 1961, 
United States Code, Congressional and Administrative News , pp. 
2496-2497. 
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in advance or, as determined by the President to be 
in the best interests of the United States, within a 
reasonable period not to exceed three years after the 
delivery of the defense articles, or the provisions 
of the defense services.-*- 

The Act further stipulated that sales were to be authorized 
to friendly governments after the following prerequisites had 
been assured by U.S. advisors: 

1. The needs of the country for the item had been evaluated. 

2. The proposed use of the item had been explained. 

3. The technical ability of the country to maintain the 

2 

equipment had been determined. 



Shift in Policy Emphasis from Europe to Latin America 



While arms to European nations increased in tempo with 
grant aid declining, United States military assistance to Latin 
America emerged as the focus for U.S. policy. The Cold-War 
pressures which had been the major concern of President Truman 
and U.S. Foreign Policy of the 1950's under President Eisenhower, 
were shifted in the direction of Latin America as a result of 
the Cuban Revolution. 



lPublic Law 87-195; 75 Sta. 424 sec. 504(b), reprinted 
in 1961 United States Code, Congressional and Adm i nistrative 
News , p. 483. 

2united States Congress, Senate Report 2472, Reprinted 
in 1961 United States Code, Congressional and Administrative 
News , pp. 2496-2497. 
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Kennedy "Alliance For Progress" 

President Kennedy announced his plan for an "Alliance for 
Progress" to upgrade the standard of living for all the Americas 
calling for both private and government funds to reach this 
objective . 1 

However, the "Alliance for Progress" failed to achieve its 
goals and the critics of the plan claimed its provisions were 
antagonizing the oligarchic governments of Latin America who 
failed to join whole heartedly into the plan to provide its 
benefits to the people. Accordingly the program stalled, and, 
during the first three years of the program, government upheavals 
persisted in Latin America and the growing threat of Castroite 
Communism became increasingly evident to the United States foreign 
policy planners.^ 

In order to counteract this threat and to promote the 
strengthening of internal security in the face of the Castroite 
style revolutionary trend, the United States increased its mili- 
tary assistance programs to the Latin Republics by providing 

4 

counter insurgency training and military equipment. 

^J. Lloyd Me cham , Survey of United Stat ^s - Latin 
American Relations , (Boston: Houghton Mifflin Co., 1965), p. 200. 

^ Loc cit. , p. 205-206. 

3 Ibid. 

4 

W. Barber and C. Ronning, Internationr Security and 
Military Power (Columbus, Ohio: Ohio State University Press, 

1969), pp. 37-45. 
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Congressional Concern For U.S. Policy Toward Latin America 

Congressional critics of Military Assistance to Latin 
America reasoned that United States support of Latin regimes was 
counter to American interest for several reasons. First they 
felt that U.S. military aid served to strengthen tyranical govern- 
ments opposed to social change. Secondly, there was concern that 
U.S. grants resulted in little influence on the resolution of 
international problems, and that the civilian populace grew to 
resent U.S. support of the oligarchic governments. Thirdly, the 
governmental takeovers resulted in the expropriation of U.S. 
business investments and corresponding nationalized takeovers of 
U.S. interests in several countries. Such nationalization of 

U.S. investment occurred in Argentian in 1958, Cuba in 1960, and 
1 

Brazil in 1962. 

Accordingly in 1962, Congress initiated legislation that 
became known as the Hickenlooper Amendment to the U.S. Foreign 
Assistance Act of 1961. This constraint was to be only the first 
in a series of Congressional restrictions limiting the flexibi- 
lity of U.S. aid. 

^- U. S. Code , Congressional and Administrative News , 88th 
Cong., 1st Sess., 1962, Vol. II (St. Paul, Minnesota: West 

Publishing Co. .1963), pp. 2078-2081. 
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Foreign Assistance Act of 1962 (Hickenlooper Amendment) 

This amendment required the President to suspend U.S. aid 
to any nation which expropriated United States foreign invest- 
ments without just compensation. A similar but less binding 
clause had been included in the Mutual Security Act of 1954 but 
gave the President an option of suspension in view of the nation- 
al interest. Further, the Hickenlooper Amendment applied not 
only to expropriation of U.S. property but to discriminatory tax- 
ation practices or repudiated nullified contracts with the United 
States.^ The future of U.S. foreign aid would be dependent on 
the fair and equitable treatment of U.S. investors by the recipi- 
ent countries. 



Foreign Assistance Act of 1963 



The basic thrust of U.S. policy toward military assistance 
and foreign military sales remained relatively consistent in 1963. 
Annual legislation and review was undertaken on the foreign 
assistance acts with the bulk of additional restrictions and 
limitations directed toward Latin America. 

The 1963 U.S. foreign aid program was subject to a high 
degree of Congressional critism and debate. The results of the 

^U.S. Congress, Senate, Foreign Relations Committee, 
Foreign Assistance Act of 1962 , S. Report No. 1535, 87th Cong., 

1st Sess. , Reprinted in 1962 U.S. Code, Congressional and 
Administrative News , p. 2062. 
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controversy were to cut Congressional appropriations by more 
than one third from the Kennedy Administration request. These 
cuts were the most drastic in the history of U.S. Foreign Aid 
until that time."*" 

The Congressional opponents of U.S. foreign aid cited pre- 
vious U.S. military assistance expenditures in 1962 and 1963 to 
the former democratic regimes in Ecuador, Guatamala, Honduras and 
the Dominican Republic, who had been deposed by military juntas. 
Congressional reasoning followed the premise that these military 

takeovers in Latin America had been assisted through the use of 

2 

U.S. provided MAP equipment. In addition to the budget cut, 
military assistance to Latin America was placed under a reduced 
ceiling limitation allowing a maximun of $55 million per fiscal 

3 

year through the provisions of 1963 revision. 

Additionally in 1963, the Senate Foreign Relations Committee 
served to reiterate Congressional interest in deemphasizing U.S. 
grants for military assistance by providing the following limita- 
tion on the use of grant aid for "developing countries": 

...No assistance shall be furnished on a grant basis 
under this act to any economically developed nation 

^Major Legislation — Foreign Policy" 1963 Congressional 
Quarterly Almanac , pp. 256-257. 

^ Ibid . 

3 22 U.S.C.A. 2319. 
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capable of sustaining its own defense burden and economic 
growth, except (1) to fulfill firm committments made 
prior to July 1, 1963, or (2) for additional orientation 
and training expenses under part II thereof during fiscal 
year 1964 in an amount not to exceed $1,000,000.1 

The emphasis on the term "economically developed countries" 
generally included the countries of Western Europe which hence- 
forth could be entitled only to U.S. foreign military sales for 
defense articles and equipment. The limitation on grant aid pro- 
vided further impetus for the expansion of the U.S. foreign mili- 
tary sales program. 



Johnson Policy For Export Expansion 



The 1964 amendments to the foreign assistance act are inter- 
preted as a culmination of the realization of the benefits accru- 
able from the aggressive pursuit of a foreign military sales pro- 
gram that became the trend of the 1960's. 

President Johnson expressed deep concern regarding the grow- 
ing problem of the United States international trade balance 
deficit. His vigorous emphasis in promoting U.S. exports is con- 
tained in his statement to the Cabinet Committee for Export 
Expansion in April, 1964. He stated in part: 

...I think there are few tools that are more important 
or closer to my own concerns for the future of this 
country. An increase in overseas trade, ...brings great 
benefits to every single sector of our American life. 

i 22 U.S.C.A. 2370* 
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They benefit business by providing increased markets 
for our production. It will benefit the strength of 
the dollar by improving our balance of payments ... it 
will benefit labor and help in the war against proverty, 
since every billion dollars by which we increase exports 
(creates) 100,000 new jobs... At this point in our own 
history, in world history, we can no longer afford to 
neglect opportunities for overseas trade. We cannot 
let those opportunities pass for lack of knowledge, or 
for lack of appropriate government assistance.^- 

The Department of Defense under Secretary McNamara initiated 
a vigorous arms sales campaign in support of the Johnson Adminis- 
tration's goal for export expansion. 

In testimony before the House Committees on Foreign Affairs, 
Secretary of Defense McNamara stated the benefits to be realized 
by export arms sales as follows: 

...The sale of military equipment, supplies and services 
to other countries is of considerable importance to the 
United States at this time. First, it contributes to our 
economic well-being by providing jobs in this country; 
Second, the receipts from these sales help to reduce our 
adverse balance of payments and; Thirdly, the use of 
common equipment, supplies and services helps to promote 
the continuing cooperation of U.S. and allied forces. 2 



lLyndon B. Johnson, Public Papers of the President of the 
United States: containing the Public Messages, Speeches and 

Statements of the President 1963-1964 (Washington, D.C.: 
Government Printing Office, 1965) , Book I, pp. 117-118. 

^U.S. Congress, House, Committee on Foreign Affairs, 
Hearings, Foreign Assistance Act of 1964 , 88th Cong., 2nd Sess., 
(Washington, D.C.: Government Printing Office, 1964), p. 95. 
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Foreign Assistance Act of 1964 



Congress responded to such statements of policy by approving 
legislation for credit guarantees to promote private financing 
of U.S. defense articles, thereby reducing the need for govern- 
ment funds as credit to foreign governments. The intent of this 
amendment was to facilitate sales by broadening credit terms and 
to provide a willingness for U.S. industry to extend credit. 
Further, it was an attempt to encourage other countries to assume 
a greater burden in providing for the common defense and was 
consistent with the growing concern in the U.S. regarding the 
U.S. balance of payments situation.'*' 



Foreign Assistance Acts of 1965 and 1966 



During the period 1965 and 1966, subsequent amendments to 
the foreign assistance act of 1961 were undertaken to further 
increase the importance of the foreign military sales program. 

In 1965, "a revolving fund" was established to which 
receipts from the FMS program were to be credited including princi- 
pal and interest incomes, for the maintance of a continuous pool 

lU.S., Congress, Senate, Committee on Foreign Relations, 
Foreign Assistance Act of 1964 , s. Report No. 1188, 88th Cong., 

2nd Sess., Reprinted in 1964 U.S. Code, Concrressiona 1 and 
Administrative News , p. 3848. 
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of credit money to further facilitate sales and exchange their 
expansion in order to increase U.S. exports.! 

The 1966 amendments provided no changes to the 1965 bill in 
regard to arms sales with the exception of an inclusion of a 
ceiling provision of the combination of grant aid and foreign 
military sales that could be furnished to Latin American countries. 
A previous ceiling had applied only to grant aid expenditures. 

The inclusion of a restriction on the level of sales was due to 
congressional concern that an arms race was developing in the 
Latin American Republics perpetuated by an increase in arms pur- 
chasing from the United States. A proposal for an amendment to 

the bill providing for regional arms control and the discourage- 

2 

ment of arms races was defeated in the Senate Committee. 

Congressional Restrictions Increase 

By 1967, the increasing trend of U.S. foreign military sales 

had become the subject of widespread congressional opposition. 

The size and scope of the United States FMS program was critized 

in Congress with opponents claiming that U.S. arms sales were 

perpetuating an arms race especially in underdeveloped countries, 

1 22 U.S.cTa . 2316. 

2 22 U.S.C.A. 2322 (a). 

o ' n 

1967 arms sales had reached the level of over two billion 
dollars per year, "Major Legislation-Foreign Policy" 1967 
Congressional Quarterly, p. 959. 
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thereby retarding the economic development of these countries by 
forcing the utilization of resources to purchase arms rather than 
using such funds for the economic betterment of their people. 1 



Foreign Assistance Act of 1967 



As a result of the widespread criti'sm of the FMS program, 
three amendments were enacted that restricted future arms sales 
with regard to less developed nations. 

These restrictions included a reduction in credit extensions 
for arms sales, restrictions on the sale of "sophisticated 

weapons" and restricted aid to countries which made "unnecessary 

2 

military expenditures". 

Typical of the concern that brought about the restrictions 
inacted in 1967 is evidenced by the following Congressional testi- 
mony regarding an arms race in Latin America: 

. . .developments in Latin America in the last year fully 
justified at least a $5 million reduction in the ceiling 
voted by the Senate in 1966. Sale by the United States 
of 25 A-4B jet fighters to Argentina early last year set 
off a chain reaction. Chile purchased jet fighters from 
England, and Peru is now actively shopping for military 
jets. The end of the chain has not been reached yet.^ 

^"Major Legislation-Foreign Policy", 1967 Congressional 
Quarterly Almanac , p. 959. 

2 Ibid . 

^U.S., Congress/ Senate, Committee on Foreign Relations, 
Foreign Assistance Act of 1967, Report No. 499, 90th Cong., 1st 
Sess., (Washington, D.C.: Government Printing Office, 1967) 

Reprinted in 1967 United States Code, Congressional and 
Administrative News, P. 1885. 
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In spite of the benefits of arms exports on the U.S. balance 
of payments problem the following testimony was typical of the 
shift in Congressional intent in further expanding military sales 
in order to offset a trade deficit. In a 1966 report the Senate 
Committee on Foreign Relations reported: "The United States 

balance of payments is not in such a perilous condition that it 
has to be salvaged by taking blood money from poorer countries. M ^ 
The 1967 act marked a significant change in direction of the 
trend of legislation designed to expand military sales. The 
reduction of the credit sales authority and the restraints on 
sales of "sophisticated weapons" and on countries spending ex- 
cessive amounts on military purposes was a sharp contrast to pre- 
vious authorizations legislated. 

FMS Program Policy Redefined 

The thrust of the 1967 legislation set the stage for the 1968 
Congressional environment, and the Foreign Assistance Act of 1968 
was a new departure in legislation for U.S. foreign aid. In 
addition to the cutting of administration requests for appropria- 
tions, the new act failed to include authority for credit arms 
sales as had been the practice in preceeding years. Consequently, 

lU.S., Congress, Senate, Committee on Foreign Relations, 
Foreign Assistance Act of 1966, S. Report No. 1358 , 89th Cong. , 

2nd Sess. , 1966, p.3. 
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the Administration was forced to present what it considered the 
vital FMS legislation in a separate bill, the Foreign Military 
Sales Act of 1968. 

Foreign Assistance Act of 1968 

The 1968 bill included three major restrictions designed to 
limit U.S. military aid utilizing the same rationale presented 
in earlier legislation in 1966 and 1967. 

A ceiling on Latin American grant aid of $25 million was 
included, further stipulating that $10 million of this 
total was to be made available for use in strengthening coastal 
patrols to guard against the threat of '‘Communist or other sub- 
versive elements."-^ 

A second restraint was the Conte Amendment which prohibited 
the furnishing of "sophisticated weapons systems" to under- 
developed countries without Presidential determation . 2 

Thirdly, a provision which became known as the Kuchel 
Amendment authorized the garnishment of U.S. aid to countries 
illegally seizing U.S. fishing boats inside the 200-mile limit 
to offset the amount of their U.S. Government paid fines for 
"illegal fishing". ^ 

122 U.S.cTa . 2319 (a). 

2 22 U.S.C.A . 2319 (d) . 

2 "Fishing Vessel Seizure", 1968 Congressional Quarterly 
Almanac , pp. 368-369. 
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In addition. Congressional pressure forced the disclosure 
of the proposed funding levels on military aid to be presented 
on an unclassified basis for the first time. 

The significance of these restrictions in regard to the 
foreign military sales program is that these basic provisions in 
the legislative amendments of the time were carried forward to 
the Foreign Military Sales Act of 1968 passed in separate legis- 
lation. 



The Foreign Military Sales Act of 1968 

The separate legislation enacted with regard to FMS in 1968 
provided a clear statement of national objectives with regard to 
the foreign military sales program. The act stipulated that 
although the overall goal for the United States was arms control, 
it was a continuing U.S. policy objective to enter into mutual 
defense agreements with friendly nations and permit the sale of 
U.S. arms and military equipment. 1 

This statement of United States policy expressed the 
Congressional intent that arms sales should be consistent with 
foreign-aid objectives and within the economic and financial 
capability of the recipient country. Further the bill stated that 



1 22 U.S.C.A. 2751. 



